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AUTHORITY: 7 U.S.C. 901 et seq., 1921 et seq.,
and 6941 et seq.

Subpart A [Reserved]

Subpart B—Lien Accommodations
and Subordination Policy

SOURCE: 51 FR 32430, Sept. 12, 1986, unless
otherwise noted. Redesignated at 55 FR 39396,
Sept. 27, 1990.

§1744.20 General.

(a) Recent changes in the tele-
communications industry, including
deregulation and technological devel-
opments, have caused Rural Utilities
Service (RUS) borrowers and other or-
ganizations providing telecommuni-
cations services to consider under-
taking projects that provide new tele-
communications services and other
telecommunications services not ordi-
narily financed by RUS. Although
some of these services may not be eli-
gible for financing under the Rural
Electrification Act of 1936 (RE Act),
these services may nevertheless ad-
vance RE Act objectives where the bor-
rower obtains financing from private
lenders. The borrower’s financial
strength and the assurance of repay-
ment of outstanding Government debt
may be improved as a result of pro-
viding such telecommunications serv-
ices.

(b) To facilitate the financing of new
services and other services not ordi-
narily financed by RUS, RUS is willing
to consider accommodating the Gov-
ernment’s lien on telecommunications
borrowers’ systems or accommodating
or subordinating the Government’s lien
on after-acquired property of tele-
communications borrowers. To expe-
dite this process, requests for lien ac-
commodations meeting the require-
ments of §1744.30 will receive auto-
matic approval from RUS.

(c) This subpart establishes RUS pol-
icy with respect to all requests for lien
accommodations and subordinations
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§1744.21

for loans from private lenders. For bor-
rowers that do not qualify for auto-
matic lien accommodations in accord-
ance with §1744.30, RUS will consider
lien accommodations for RE Act pur-
poses under §1744.40 and non-Act pur-
poses under §1744.50.

[66 FR 41758, Aug. 9, 2001]

§1744.21 Definitions.

The following definitions apply to
this subpart:

Administrator means the Adminis-
trator of RUS and includes the Gov-
ernor of the RTB.

Advance means transferring funds
from RUS, RTB, or a lender guaranteed
by RUS to the borrower’s construction
fund.

After-acquired property means prop-
erty which is to be acquired by the bor-
rower and which would be subject to
the lien of the Government mortgage
when acquired.

Amortication expense means the sum
of the balances of the following ac-
counts of the borrower:

Account names Number
(1) Amortization expense 6560.2
(2) Amortization expense—tangible 6563
(3) Amortization expense—intangible . 6564
(4) Amortization expense—other 6565

NoOTE: All references to account numbers
are to the Uniform System of Accounts (7
CFR part 1770, subpart B).

Asset means a future economic ben-
efit obtained or controlled by the bor-
rower as a result of past transactions
or events.

Automatic lien accommodation means
the approval, by RUS, of a request to
share the Government’s lien on a pari
passu or pro-rata basis with a private
lender in accordance with the provi-
sions of §1744.30.

Borrower means any organization
that has an outstanding telecommuni-
cations loan made or guaranteed by
RUS, or that is seeking such financing.
See 7T CFR part 1735.

Construction Fund means the RUS
Construction Fund Account into which
all advances of loan funds are deposited
pursuant to the provisions of the loan
documents.

Debt Service Coverage (DSC) ratio
means the ratio of the sum of the bor-
rower’s net income, depreciation and

7 CFR Ch. XVII (1-1-07 Edition)

amortization expense, and interest ex-
pense, all divided by the sum of all pay-
ments of principal and interest re-
quired to be paid by the borrower dur-
ing the year on all its debt from any
source with a maturity greater than 1
year and capital lease obligations.

Default means any event or occur-
rence which, unless corrected, will,
with the passage of time and the giving
of proper notices, give rise to remedies
under one or more of the loan docu-
ments.

Depreciation expense means the sum
of the balances of the following ac-
counts of the borrower:

Account names Number

(1) Depreciation eXPENSE ........cccecerveeeereereererenenns 6560.1
(2) Depreciation expense—telecommunications

plant in SEIVICe .......ccoeeieiriicreecee e 6561
(3) Depreciation expense—property held for fu-

ture telecommunications use ............cccoceeeeieens 6562

NoOTE: All references to account numbers
are to the Uniform System of Accounts (7
CFR part 1770, subpart B).

Disbursement means a transfer of
money by the borrower out of the con-
struction fund in accordance with the
provisions of the fund.

Equity percentage means the total eq-
uity or net worth of the borrower ex-
pressed as a percentage of the bor-
rower’s total assets.

FFB means the Federal Financing
Bank.

Financial Requirement Statement (FRS)
means RUS Form 481 (OMB—No. 0572—
0023). (This RUS Form is available from
RUS, Program Development and Regu-
latory Analysis, Washington, DC 20250—
1522).

Government mortgage means any in-
strument to which the Government,
acting through the Administrator, is a
party and which creates a lien or secu-
rity interest in the borrower’s property
in connection with a loan made or
guaranteed by RUS whether the Gov-
ernment is the sole mortgagee or is a
co-mortgagee with a private lender.

Hardship loan means a loan made by
RUS under section 305(d)(1) of the RE
Act.

Interim construction means the pur-
chase of equipment or the conduct of
construction under an RUS-approved
plan of interim financing. See 7 CFR
part 1737.

388



